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Directors’ Affiliations 

R. T. Banister is President, Chairman of the Board and 
Chief Executive Officer of Banister Continental Ltd. 

G. Décarie is President of Quebec Engineering Limited 
and La Société d’Ingénierie Cartier Limitée. 

R. M. Hardy is Chairman of the Board of R. M. Hardy & 
Associates Ltd. 

G. G. Hatch is President of Hatch Associates Ltd. 

All other directors are employees of Montreal 
Engineering Company, Limited. 


Principal Office 
2045 Stanley Street, Montreal, Quebec 


Head Office 
Calgary, Alberta 


Act of Incorporation 
The Companies Act of Alberta 


Stock Exchanges 
Alberta Stock Exchange 
Montreal Stock Exchange 
Toronto Stock Exchange 


Transfer Agent and Registrar 
Montreal Trust Company, 
Calgary, Halifax, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 


COVER: Based on an early Notman photograph, picture shows 
St. James Street, Montreal, as it appeared when Montreal 
Engineering (Monenco’s founding subsidiary) set up its first 
office there in 1907. 


Wholly Owned Subsidiaries: 
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Montreal Engineering (Eastern) Limited 
Montreal Engineering (Overseas) Limited 
Monenco Asia (Pte.) Ltd. 
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Directors’ Affiliations 

R. T. Banister is President, Chairman of the Board and 
Chief Executive Officer of Banister Continental Ltd. 

G. Décarie is President of Quebec Engineering Limited 
and La Société d’Ingénierie Cartier Limitée. 

R. M. Hardy is Chairman of the Board of R. M. Hardy & 
Associates Ltd. 

G. G. Hatch is President of Hatch Associates Ltd. 

All other directors are employees of Montreal 
Engineering Company, Limited. 


Principal Office 
2045 Stanley Street, Montreal, Quebec 


Head Office 
Calgary, Alberta 


Act of Incorporation 
The Companies Act of Alberta 


Stock Exchanges 
Alberta Stock Exchange 
Montreal Stock Exchange 
Toronto Stock Exchange 


Transfer Agent and Registrar 
Montreal Trust Company, 
Calgary, Halifax, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 


COVER: Based on an early Notman photograph, picture shows 
St. James Street, Montreal, as it appeared when Montreal 
Engineering (Monenco’s founding subsidiary) set up its first 
office there in 1907. 


Wholly Owned Subsidiaries: 
Montreal Engineering Company, Limited 
Montreal Engineering (Eastern) Limited 
Montreal Engineering (Overseas) Limited 
Monenco Asia (Pte.) Ltd. 

Monenco Computing Services Ltd. 
Monenco Consulting Engineers Ltd. 
Monenco Consultants Limited 

Monenco Consultants Pacific Ltd. 
Monenco Inc. 

Monenco Jamaica Limited 

Monenco Mid-East Limited 

Monenco Overseas Limited 

Monenco Pipeline Consultants Limited 
Monenco Project Services Inc. 
Mon-Max Services Ltd. 

Montec Ltd. 

Baymont Engineering Company 
Edmunde Newhall Associates Ltd. 
Victus Consultants Ltd. 


Associated Companies: 

(with percentage of ownership) 

Anthony Priest & Partners International Ltd. (30) 
CANEP Canadian Energy Projects Limited (36) 
Canatom Ltd. (33%) 

Carlson and Sweatt — Monenco Inc. (49) 

E & B Cowan Ltd. (30) 

EHV Consultants Ltd. (1624) 

Hallmark Engineering Limited (45) 

Hatch Associates Ltd. (25) 

Hoyles Niblock International Limited (35) 

J. S. Management & Shipbuilding Consultants Ltd. (45) 
Kaiser-Monenco Company (40) 

La Société d’Ingénierie Cartier Limitée (47) 
London Monenco Consultants Limited (50) 
Lower Churchill Consultants (3313) 

MHG International Ltd. (45) 

Manecon Associates Limited (33%) 

Monasa Consultoria e Projetos Ltda. (39) 
Monenco Iran Limited (49) 

Montreal Engineering International Limited (36) 
Montreal Engineering Company (Nigeria) Limited (60) 
Pemcan Services (18) 

Saskmont Engineering Company Limited (49) 
ShawMont International Ltd. (50) 

ShawMont Ltd. (50) 

ShawMont Newfoundland Limited (50) 
ShawMont Nigeria Limited (40) 

Sheppard T. Powell Consultants Limited (75) 
Staff Corrosion Engineers Ltd. (75) 

Teshmont Consultants Inc. (331%) 

Tidal Power Consultants Limited (45) 

Sértel Ltée (41) 

Wade Reproduction Services, Inc. (45) 


: ; For the six month 
ARO7Z7 Consolidated statement of inCOMeE W— in thousands of dollars ended June 30 . 


1977 «1976 
ReEVeEnUCsiLOIM= ODE Fa tlONSters cawiceacot ok se eae ee ee iat eae mee aeons $ 42,967 $ 39,742 
Operatinasex PensSes sein colicn mater seats ees ots ae eR ee aime eae 38,630 33,689 
DeprectationsandamoOntizatlommaccis vcr eects aero eetonae: see eae eee 448 297 
39,078 33,986 
HIGOMME: FrOMVODCTACIONS tie 6 sated cacti - nkedicece case epee SMe toe ce eM narswoae tenet 3,889 Lowy es) 
| Intenesthand Other IMGONIC sain. <teacos a. .stesndes eae one arena ete soe nee eee och SoS 1:33 
| 4,282 5,889 
| Provision: forancOme taxes steed. oregon eee eran eee: 2,103 2,872 A TRAVERS LE MONDE 
INGEIDO OIG gir cine vsteticois ofa sqstcs fetes neki eine eens Bene e MERE iee ance Teta Sat 2, 17 9C geo. 93,0 bh Mionenco Limited 
| NG EINGCOMENDERSMANE ih: rae. dace scaseas ecole nn thle ect ae en eee ee ne a $ 27.5 $ 1.03 
| 
| Consolidated statement of changes = a Ee 
in financial position — in thousands of dollars ended June 30 
| 1977 [neler 
Source of Working Capital 
! NGTEINCO MG e ate cut ace Se aad oe cee cot Rea a aed en saiec int ea. pe a VAS) So Ong 
Depreciation and: amortization h: 02cm te ens aes tee ee 448 297 Rapport intérimaire aux actionnaires 
: 9 627 3314 pour les six mois se terminant 
poo eport tothe Shareholders Less: Net funds from operations retained le 30 juin 1977 
for the six months | bysassociated companies... 2. htak et Reece ea nods 890 919 
ended June 30, 1977 | Working capital provided from operations ........w:ssssssssssssssessesseeeseseees Wey 2,395 
Application of Working Capital 
Dividends (including tax on undistributed income) ................:.ceeeeees 729 608 
| investments ssnet-Ol-cispGSalsyere.ce 5. eaten tices te as eo 185 127 
| PUrchasesotcTixed <aSSets i von muasaiaes tec amma Baal ura neoameatne tet nexeoawenas 268 180 
| 1,182 915 
| INGLOASesiA WOT KinG Capi tal =s.cctnanas cas conesuen tae onae pee eee artis nea bac awlk te ekade a acie 555 1,480 
Working: capitalat beginning Of period: vice. oes ea ascacainntes tndecenecdeasnrcances 14,738 13,336 
Working capital-atend of period :...c.5. seman cack eect teres hae Pesan, aes $°15,293 $ 14,816 


NOTE: The above statements are unaudited and subject to year-end adjustments. 1976 earnings per share have bee 


We are pleased to submit the interim report of income 
for the six months ended June 30, 1977. 


Monenco companies continued to acquire major con- 
tracts in established markets, both in Canada and 
overseas. Further inroads were also made in areas 
with long-term potential, particularly hydrocarbon- 
related projects involving advanced technologies. 


Monenco’s principal subsidiary, Montreal Engineering 
Company, Limited was awarded contracts for the 
engineering of the Canadian Industries Limited world- 
scale chloralkali plant expansion at Becancour, Que- 
bec, and the design and construction supervision of 
the Phuthiatsana River Irrigation Project in Lesotho, 
southern Africa. 


Other new overseas assignments received by Mo- 
nenco companies include the Dadin Kowa Dam 
Project and the Mada River Irrigation Project in 
Nigeria (ShawMont Nigeria Limited). Hatch Asso- 
ciates Ltd., in conjunction with Trintoplan Consul- 
tants, has been retained as engineering consultants 
on a 500,000 ton-per-year steel meltshop and rolling 
mill in Trinidad-Tobago. The company is already 
working on an iron-ore reduction plant for the same 
project. 


E & B Cowan Ltd. has signed a contract for the 
engineering of a woods room expansion at Fort 


Montreal, Quebec 
August 23, 1977 


Francis, Ontario for the Ontario-Minnesota Pulp and 
Paper Company. 


At the end of the current year, Montreal Engineering 
Company, Limited will be moving its offices from 
Place Bonaventure and other locations in Montreal 
to a new building on Stanley Street, in the city. The 
move will make possible the regrouping of staff under 
one roof, thereby enhancing the efficiency of its 
operation. 


The Company is continuing to experience severe com- 
petitive pressures in Canada and elsewhere. Com- 
bined with the impact of higher than anticipated costs 
in establishing operations in the United States, earn- 
ings, as a result, have dropped from 41 cents per 
common share in the first quarter to 34 cents per 
share in the second quarter. However, reflecting the 
continued strength of the business, as evidenced by 
the increase in revenues, the Board, at a recent 
meeting, decided to increase the regular quarterly 
dividend from seven and one-half cents per Class A 
share ($0.06375 per Class B share) to ten cents per 
Class A share (eight and one-half cents per Class B 
share) effective September 1, 1977. This brings the 
payout more in line with the amounts permitted by 
the Anti-Inflation Board. 


Meth 


President 


Consolidated statement of INCOME — in thousands of dollars 


For the six months 
ended June 30 


{o77 ae 1976 
ReVvenliet fromm. ODeratiONS aac tic. tec iaecwece soca e ve M aes crps Salgy oaeg Va va p20 ode Pence ean $ 42,967 $ 39,742 
Operating ExPOASeS: s60..0leneshe sneha eee orate eam CtMD stay gers rade <hcareae 38,630 33,689 
Depreciation,and amortization ..................+0..000m SION A aE ARR ae Bete 448 297 
39,078 33,986 

Income: from, OPEratiONs: oiiciieaassceseen cope. ot aeceee ee rele eater Beptamins ats amas nado e ae 3,889 5,756 
interest and other INCOME: Ani... cep, m. oonecede ree ears eee retrain awtaen rccare > 395 £33 
4,282 5,889 

Provision: for income tax€S. si. icic.50 cece cotter eee RY erd car aea ees 2,103 2,012 
Not TA CONIC 4.2ssgars aerate tonto coco 2th came es ae Re ed eiuveute ee sce ara Ae) $ —3,0tF 
Net-income per Share .:ccc55..<g.ecc-arccae shes kantee corset et eee roa. sree tnnpeae $ Whe) $ 1.03 


Consolidated statement of changes 


in financial position — in thousands of dollars 


For the six months 
ended June 30 


1977 1976 
Source of Working Capital 
Net: Tn GOiriea ctor ee ae eee eee rier crn Sera SS HOLT 
Depreciation: and amoOrtizationsd).crstccn coe en ane ree on ane ineaneaericceee we 448 297 
2,027 3,314 
Less: Net funds from operations retained 
by.assoclated- companles | pisee. c.count see hana a eer aeaoee cate 890 919 
Working: capital provided trom Operations xc eeecet--ceaes ne sececn ounce sneer e or os UPL Pde} 
Application of Working Capital 
Dividends (including tax on undistributed income) ................::..s8e8 729 608 
investments; net of -dispoSalS 22 2 s.o.c.she casei e eee eee ee 185 127 
Purchasevof ‘fixed. assets: s.hcc5ten tre ee es eee cee ee nee ere 268 180 
1,182 915 
Inctéase- ameworking Capital 7 esses... s.ctcas eee ee eee een 555 1,480 
Working‘capitabat beginning of perioditz.-s.ceesenmes eeecser ee eee eee 14,738 13;336 
Working:capitalatend. of period’ 2.) ...<nseem seine eee eae sceneries Sa15) 206 $ 14,816 


NOTE: The above statements are unaudited and subject to year-end adjustments. 1976 earnings per share have been 


restated to reflect the 1976 2:1 share split. 


Highlights/19 77 


Growth 

Monenco revenues rose to $95,222,000 in 1977, while 
earnings were down at $1.72 from $2.00 in 1976. The total 
dividend payment of 472 cents per share, the highest yet 
paid by the company, reflects the company’s overall 
financial strength. 


1977 1976 


Operating revenue ..............., $95,222,000 | $82,638,000 


Net earnings ...... ee 5,027,000 5,834,000 
Major Developments Per share 
During the year, Monenco companies have maintained First quarter 22 326.) At Bi 
their strong position in Canada. At the same time, large 
power projects and other contracts abroad have increased Second quarter 0... 34 92 
the group's work in the foreign field. Pivorduetcr.. 48 50 
POU QUENCY yo. tain, 49 A7 
70th Anniversary — eth pore en 1.72 2.00 
1977 marked the 7Oth anniversary of Montreal Engineering 
Company, Limited, Monenco’s founding company and Dividends paid* + 386.000 937.000 


principal subsidiary. The traditions of innovation and ser- 
vice which were responsible for the company’s steady 
growth remain an essential part of its present philosophy. 


Personae. = 2. AL SS) 


Number of shareholders ...... 2k a eree 


New Head Office 


Combining the head offices of Montreal Engineering and a 
number of Monenco affiliate companies under one roof 
has resulted in increased efficiency and ease of operation. 
The move, to 2045 Stanley Street in Montreal, a few blocks 
west of the former principal location, also emphasizes 
Monenco's continued confidence in Canada’s political and 
economic future. 


Number of employees 
(approximate, including 
associate Companies) ...... 


*Includes the 15% release tax paid on Class B common and Class Y Special 
common share dividends. 


Market price* 
(Valuation 
day $3.00) 


: Net income for 
Revenue Net income 
Years ‘ i the year after 
from operations from operations i : 
extraordinary items 


962 1,061 


1968 


15,318 


1969 15,820 675 805 32 - 68 
1970 17,042 711 fA 234 - 4Y2 
1914 18,506 1,091 1,091 2% - 3% 
1972 20,786 132) 1,321 3¥%8 - 5% 
19/3 33,537 1,910 1,910 4% - 5Y2 
1974 D217 3,491 3,096 325% 
1975 T2320 6,000 6,000 45 - 8Y8 
1976 82,638 5,834 5,834 7%2 - 10% 
1977 95,222 a 9,027 5,027 6Y2 - 9Y¥2 


|*Per share figures have been restated to reflect the 1976 2:1 share split. 


1977 Annual Report 


Operations 

Monenco revenues of $95,222,000 represent an increase 
of 15.2% over last year’s $82,638,000. Lower earnings 
per share at $1.72 as compared to $2.00 per share earned 
in 1976 are the result of reduced margins due to the more 
competitive nature of present-day business, an increase 
in the volume of construction work on which margins are 
traditionally lower, and the substantial cost of establishing 
operations in the United States. 


In December, the Directors set the regular quarterly 
dividend at 12% cents per share, bringing dividends for 
1977 to 47% cents per share, in comparison to 33% cents 
for 1976, and 30 cents for 1975. This is the highest yearly 
dividend yet paid by your company, and reflects Its present 
financial strength. Equivalent tax deferred dividends were 
paid on Class B shares. These dividend payments con- 
formed with Anti-Inflation Board regulations. In 1978, the 
tax deferred dividends will be paid to the extent of the 
1971 capital surplus of some $500,000 without any with- 
holding of taxes. Under current tax law, the right to pay 
tax deferred dividends expires at the end of this year, at 
which time the dividends on Class A and Class B shares 
will be identical. 


The performance of the Canadian and world economies is 
not providing the growth opportunities available in the first 
half of the 70's. Many capital projects in Canada are in 
abeyance, and large energy projects such as northern 
pipelines and their associated developments have not yet 
cleared the numerous economic and regulatory hurdles. 
The MacKenzie Valley pipeline decision has had an 
impact On Ongoing projects in the Mackenzie Delta; work 
on the three large gas plants in which Monenco companies 
were involved has been deferred to the mid-80’s. 


ONTARIO: Two 150 MW units are being added to the Thunder 
Bay thermal generating station. The company is also working on 
Ontario Hydro’s 800 MW, $1 billion Atikokan ihermal generating 
Station. 


Despite these negative factors, we are pleased to report 
that the company is maintaining its position in its tradi- 
tionally strong markets, particularly power, and is increas- 
ing its presence in potentially significant hydro-carbon 
developments in Canada. In order to broaden its market 
potential, Monenco has also been seeking to increase its © 
marketing efforts in the United States with encouraging 
results. 


Development 


The year has been one of consolidation and re-assessment 
of objectives. New developments and consolidations have 
occurred, mainly in the hydro-carbon field. Due to poten- 
tial conflicts of interest, Banister Continental Ltd. has 
withdrawn from. Monenco Banister Consultants Limited, 
now Monenco Pipeline Consultants Limited, a wholly- 
owned subsidiary, but Monenco continues its interest in 
Banister Continental Ltd. With completion of the Hassi 
R'’Mel-Arzew pipeline project in Algeria, CANEP-Canadian 
Energy Projects Limited has been closed. A joint venture 
comprising Monenco, Associated Engineering Services 
and Poole Construction Company Limited has been 
formed to carry out heavy oil projects. A joint venture of 
Montreal Engineering Company, Limited and Cominco Ltd. 
has been formed to study and plan the mining of the Hat 
Creek, British Columbia coal deposits. Monenco acquired 
a 30% interest in Anthony Priest & Partners International 
Ltd. in the United Kingdom. This company handles inter- 
national assignments in the chemical engineering field. 


As part of the company’s development programme, a 
stronger presence has been established in Ontario. The 
Eastern Thermal Division was moved to St. Catharines 
to give more efficient support to London Monenco Consul- 
tants Limited, now working on large projects in the prov- 


IRAN: Work is progressing on the 1280 MW Bandar Abbas 
thermal generating station. The plant is scheduled for completion 
in 1981, with the first of four units to go into service in 1978. 


ince. Personnel from the Resources, Mining and Business 
Development Divisions have also been established in 
downtown Toronto in the same building as our associate, 
Hatch Associates Ltd. 


The company’s investment in the United States is now 
showing significant results. In particular, Baymont En- 
gineering of St. Petersburg and Coral Gables, Florida, has 
grown appreciably, having considerably increased its staff 
during the past year. While the Monenco bid to purchase 
Kaiser Engineers from Kaiser Industries was unsuccessful, 
the Kaiser-Monenco joint venture continues and has ac- 
quired a thermal power project in Korea and has a number 
of promising prospects. 


Innovation 

Since the earliest days of the company, Monenco engi- 
neers have displayed a talent for innovation. In recent 
years, their skills have been recognized repeatedly by the 
Association of Consulting Engineers’ annual awards. Two 
awards received last year (for the Bayano Hydroelectric 
Project in Panama, and the Marsh Lake Storage Dam in 
Canada), bring the total to ten. 


Other innovative projects successfully completed during 
the year include the high voltage underwater buried power 
link between Prince Edward Island and New Brunswick — 
the longest submarine link of its type in the world. 


General 

The head offices of Montreal Engineering Company, 
Limited and a number of affiliates, have been relocated 
from Place Bonaventure and other Montreal offices to a 
new building on Stanley Street, in the city. The move has 
made possible the re-grouping of Montreal staff under 
one roof, thereby enhancing efficiency of operation. 


Montreal Engineering Company, Limited, Monenco’s prin- 
cipal subsidiary, still faces the problems of adapting to 
language legislation enacted by the Quebec Government. 
The company has indicated to the Government and /’Office 


Ce Pes 


MONTREAL: Head offices of Montreal Engineering and a number 
of other Monenco affiliates were relocated to these new premises 
on Stanley Street in Montreal. Left: Montreal Engineering’s 
original offices on St. James St., when the company was founded 
in 1907. 


de la langue francaise the difficulties which would be im- 
posed on its operations if it were not allowed to continue 
working mainly in English in its Quebec operations. The 
Montreal office is the headquarters of the company’s na- 
tional and international operations, and most of its work 
is done for clients outside the Province. The Official Lan- 
guage Act does provide for this situation and, although 
the regulations have not so far been finalized, it is hoped 
that reasonable arrangements will be negotiated. Mean- 
while, mobility of personnel is still being impeded by edu- 
cational constraints and the language requirements for 
professionals. Our recent move to new offices in Montreal 
is, however, a strong expression of confidence that these 
issues will be resolved in due course. 


MAJOR ASSIGNMENTS RECEIVED IN 1977 


Engineering of the CIL world-scale chloralkali plant expansion 
at Becancour, Quebec, by Montreal Engineering Company, 
Limited. 


Design and construction supervision of the Phuthiatsana River 
Irrigation project in Lesotho, southern Africa, by Montreal 
Engineering. 

Consulting engineering services (in conjunction with Trintoplan) 
on a 500,000 ton-per-year steel meltshop and rolling mill in 
Trinidad-Tobago, by Hatch Associates Ltd. 


Engineering of a woods room expansion at Fort Francis, Ontario, 
by E & B Cowan Ltd. 


Design and project management of the Dadin Kowa Dam project, 
in Nigeria, by ShawMont Nigeria Ltd. 


Design of an irrigation, earth and rockfill dam for the Upper 
Benue River Basin Development Authority, by ShawMont Nigeria 
Ltd. 


Basic design and engineering for the Copalar Hydroelectric 
development in Nicaragua, by Montreal Engineering, and C.1I.P.M. 


Design of twin rock tunnels and preliminary design for five sta- 
tions for the light rail rapid transit system in Buffalo, New York, 
by Hatch Associates Inc. 


Evaluation of machinery packages suitable for Arctic class 
liquefied natural gas transports by J.S. Management & Shipbuild- 
ing Consultants Ltd. 


Project management and engineering of the first phase of a 
liquefied natural gas plant in the Arctic Islands, by MHG Inter- 
national Ltd. 


Engineering on a coal deposit at Hat Creek, British Columbia, by 
Montreal Engineering, in conjunction with Cominco. 


Engineering and construction supervision of a $100 million 
hydroelectric power project at Andekaleka in Madagascar, by 
La Société d’ingénierie Cartier Ltée. 

Engineering and field supervision of a $200 million gas turbine 
generating station in Iran, by Monenco Iran. 


Contract for the first phase of a 400 MW thermal power plant in 
Korea, by Kaiser Monenco. 


Project supervision, engineering design, procurement and con- 
struction site resident engineering services for Ontario Hydro’s 
800 MW Atikokan generating station, by London Monenco Con- 
sultants Limited. 


Mechanical, electrical and civil design for the Wesleyvilie under- 
ground oil storage facility in Ontario, by Montreal Engineering. 


Contract to design wood room water and effluent treatment 
facilities and miscellaneous site services for the Nigeria Na- 
tional Paper Company; design of a $5 million extension to 
chip handling facilities for Weyerhauser’s pulp mill complex 
in Washington, U.S.A., by Hallmark Engineering Limited. 
Complete electrical engineering for two 38.5 MW turbine genera- 
tors and accompanying control room and transmission system 
for a greater Miami area garbage disposal recovery plant, by 
Baymont Engineering Company. 

Design of the 250 MW Balbina, Brazil, hydroelectric project, in 
consortium with another Brazilian firm; study of a 1,000 km inter- 
connection between northeast and southeast Brazil, by Monasa 
Consultoria e Projetos Ltda. 


The suit filed in June 1975 by Three Rivers Pulp & Paper 
Company against E & B Cowan, La Société d’Ingénierie 
Cartier Limitée and Montreal Engineering Company, Limited 
is still pending. We have been assured by our legal ad- 
visers that the suit can be defended successfully. The 
Cowan and Cartier actions against Three Rivers Pulp & 
Paper Company for recovery of fees and costs are also 
pending. 


You will observe from note 2 to the financial statements 
that there has been a change in the accounting procedures 
for our investments in our associated companies. The 
presentation that we, and most other large engineering 
firms in Canada, have used for the past ten years has now 
been ruled unacceptable by the Canadian Institute of 
Chartered Accountants. Instead, therefore, of showing 
these investments as a single figure in the balance sheet, 
our proportionate share of each of the assets and liabilities 
of these companies is now combined with those of Mo- 
nenco and its wholly-owned subsidiaries. While this 
change does not alter the amount or presentation of in- 
come, it does mean that our reported working capital of 
$23 milion now includes $6 million which is held in these 
associates. As these funds are not immediately available to 
Monenco, we consider that the original presentation of our 
investment in these companies was the better. However, 
we could only use this balance sheet presentation if, in the 
income statement, the gross revenues of these companies 
were excluded from those of the Group, and our interest in 
their operations shown only by a single net income figure. 
We concluded that as this presentation would distort our 
total revenues and operating margins, we should retain 
Our income statement presentation and accept the changes 
in the balance sheet. 


G. V. Eckenfelder retired as Vice-President and Senior 
Consultant of Montreal Engineering Company, Limited in 
April, after more than 40 years with the company. One of 
Canada’s leading hydroelectric engineers, Mr. Eckenfelder 
was involved in projects throughout North and South 
America, Asia and Africa. He continues to be associated 
with Montreal Engineering as a director and consultant. 


ee 


Outlook 

In spite of adverse economic conditions, the outlook for 
the company is bright. This is evidenced by the progress 
made in 1977 in meeting objectives of development of 
markets and services. As Canadian and world economic 
conditions improve, further growth can be expected. The 
period from 1975 to 1977 has allowed consolidation of 
the growth that took place during the previous three-year 
period. In terms of the numbers, quality and experience of 
its staff, the company is better equipped for the market 
than at any time in its history. With adequate cash and 
working capital, and without burden of debt, the financial 
resources of the company are such that opportunities for 
growth and further diversification can be exploited as 
they arise. 


As noted ina special issue of Monenco International 
News™*, we believe that the traditions of service established 
early in Monenco’s 70-year history have been largely 
responsible for the company’s growth. These traditions 
are still very much alive in Monenco today. They augur 
well for your company’s long-term future. 


Submitted on behalf of the Board, March 21, 1978. 


Vath 


J. K.C. MULHERIN 


MONENCO REVENUE 


Geographical Distribution 


Percentages 
1977 1976 
Canada 
Atlantic Provinces ....... .. 9.3 115 
Central Canada .............. 23.6 30.3 
Alberta 228 Bort 30.6 
Manitoba & 
Saskatchewan ............ 5.2 4.0 
British Columbia, 
Yukon & North West 
Werritonies: Sec. 3 76.9 eles) 1o1 
Foreign 
West Indies and 
Latin America ............ 6.1 52 
Alita. 3 ee 4.6 6.6 
ASIQ. 2 oe 9.6 1 
Other foreign: «24.24 28 231 2.0 21.3 
100.0 100.0 


“Enclosed for shareholders. Copies available upon request. 


Chairman President 
Type of Service 
Percentages 
1977 1976 
Power: 
Conventional 22.2... 49.8 55.2 
Nuclear =7= ee 59.5 10.1 65.3 
Chemical and 
Petrochemical ................ 18.7 9.7 
Metallurgical. 20 41 
Pulp and'Paper. =... 5.4 8.3 
Industrial. oe 3.8 5.4 
Resources, pipelines & 
Telecommunications .... 6.6 2.8 
OUMGr eS es 2.5 4.4 
100.0 100.0 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31st, 1977 


Assets 


ORS pwadulnag athe tee iyi Rte tie Sete 5 FAN TIRMERT Ce cj 0 i ee eae a rr er oo 


Short term notes, deposits and marketable securities, at cost 


d 


mae linc © OUO MUI Mate SenmaKGU sue eee aces arc ad Stee. che veunarzos- tu savas rence iMlenannones 

2 SECS TIS 1g SVOSSTINGEN OB) eens Rae ee ee er 
OEE) SCO STRIS CES rai gcd geet Pin eee are ee re 
(OUP RSI ESSSSD US, are Oe ee a eG 
ES ICING CIGIGIIES Se ee cen os ed re ee en 


Fixed assets, principally furniture and equipment, at cost less accumulated 


depreciation of $2,082,000 ($1,606,000 in 1976) (note te) 0... 


Cost of shares in acquired companies in excess of value 


of underlying assets, less accumulated amortization (note 1a) 0... 


Liabilities 


SEROMA US (SEENON | Sete ES ONE) Uk 2 ee 
RR MN ONIN LO Sia ea rea ei ee eer th dee is acu ets seh cay Sls mah goad aaa ema Rs oR 
eer MOVOWMME NMOL a) pins etolan coe ak Re tes Sete a heel rianesiaentrdn wae pass 
Beat moOoumeOnietaxes: (MOLE 1.C) iii 5 scteuis kt eo. caren dinene Wan addawy abies amnudebee cere 

Corent liabilities including deterred incOMme taxes -....... 5... ue 


Shareholders’ Equity 


Share capital (note 4) 


Poumon smaresrOl MO DateVAlWCR ey Aang teats ali dees cole 
SPCC AmGOMMMOlGiialeSrORMOs Dal VelUCe sg ote) 6 ltaer ete aa see 


ETSI ETA UNG TS ee nr OO reel eee oe a ee ee 


Approved by the Board, 
C. RITCHIE, Director 
J. K. C. MULHERIN, Director 


1977 1976 
(in thousands) 

$ 2,008 $ 1,680 
7,981 Gr292 
33,165 26,081 
1,389 682 
44,543 36,735 
2,178 2,058 
2,930 2,488 
1,265 1,143 
$50,916 $42,424 
$12,440 S 1,092 
3,413 5337 
4,802 2,119 
5,554 5,850 
26,209 2A SSO 
1,662 1,662 
125 125 
22,920 19,279 
24,707 21,066 
$50,916 $42,424 


MONENCO LIMITED 


Consolidated Statements of Income 
and Earnings Retained in the Business 
for the year ended December 31st, 1977. 


Revenue from operations ... rash the 
Operating expenses ...... 


Depreciation and amortization . 


Income from operations - 


Interest and other income ............. ee 


ProvisionHformincome faxes on eee ee ee eee 


Net income 


Retained earnings at beginning of year .............. ee. 


Dividends paid =..22...... 


Retained earnings at end of year ....... 
Netincome DOr Sharer... n.w ae eee 


Dividends per share on special common and common shares .................... - 


Auditors’ Report 
To the Shareholders of Monenco Limited: 


We have examined the consolidated balance sheet of 
Monenco Limited as at December 31st, 1977 and the 
consolidated statements of income and earnings retained 
in the business and of changes in financial position for the 
year then ended. Our examination of the financial state- 
ments of Monenco Limited and those subsidiaries and 
associated companies of which we are the auditors was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other 
procedures as we considered necessary in the circum- 
stances. We have relied on the reports of the auditors 
who have examined the financial statements of the other 
companies. 


1977 1976 
(in thousands) 
\ a ee aeniaees $95,222 $82,638 
7 eae ae cn baa ae 85,519 71,684 
On Sept EN a) 813 882 
86,332 72,566 
19:00 ie ee ited 8,890 10,072 
Cena, nee 1,018 791 
9,908 10,863 
Aap te ee 4,881 5,029 
ee ee 5,027 5,834 
fa. th SR eae 19,279 14,418 
24,306 20,252 
2 shidey tio eee 1,386 973 
Pee ee $22,920 $19,279 
oe ae oe: $ 2.00 
$ 0.47 $ 0.33 


In Our opinion, these consolidated financial statements 
present fairly the financial position of the company as at 
December 31st, 1977 and the results of its operations and 
the changes in its financial position for the year then ended 
in accordance with generally accepted accounting princi- 
ples applied, after giving retroactive effect to the change 
in accounting for associated companies as described in 
Note 2 to the financial statements, on a basis consistent 
with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, March 21st, 1978. 


MONENCO LIMITED 


Consolidated Statement of Changes in Financial Position 


for the year ended December 31st, 1977 


Working Capital provided by 


Net income for the year ._. 

Charges to income not requiring outlay of working capital: 
Depreciation and amortization ...........5........00.000..... 

Deferred income taxes .................. ie 

morming capital provided by Operations ..........cc.cc.. ee ccceeeeceeescceecgeceeeaeee 


Working Capital used for 


Nei = er ers ee Pe FO ec ee ees 


Investments in associated companies in excess of underlying assets 


Other investments ................... ee PM Ne ae mek. Pe OE de ae 


Re se IN WORKING CAPITAL oct ecco ecees cess vstanacevceesevevestessaues 
frenning Capital at beginning Of year oc... oho ec ce eeecast ieee 

Working capital at end of year, excluding deferred income taxes ......... 
ee SINC SONIC RAN CS sere coast Sil oh eta sss cde Coen ces oer toons 
Working capital at end of year, including deferred income taxes ....... oo 


1977 1976 

(in thousands) 
$ 5,027 $ 5,834 
813 882 
(296) (796) 
5,544 5,920 
1,386 973 
139 — 
248 305 
1,110 otf 
2,883 2Aoo 
2,661 ied 
21,227 17,502 
23,888 einer 
5,554 5,850 
$18,334 $15,377 


EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Accounting Policies 
a) Principles of Consolidation 


Monenco carries on its consulting practice through subsi- Current assets 
diary and associated companies. The accounts of the Investment at cost 


subsidiary companies are fully consolidated with those 
of Monenco. The associated companies, which are prin- 
cipally corporate and unincorporated joint ventures estab- 


relation to Monenco’s interest therein, after eliminating 
intercompany charges. The company's share of the assets, 


liabilities, income and expenses of associated companies Current liabilities including 
is as follows: deferred taxes 


ENC eect aes ase, oe aoe ee 


Revenue from operation after 
elimination of inter- 
company transactions 


Furniture, equipment and 
other fixed assets, at cost 


te if mae ‘d SHE less accumulated depre- 
ished to carry out specific projects or provide specialize ciation of $768,000 


services are consolidated on a proportionate basis in ($585,000 in 1976) 


Operating expenses 


Income before provision for 
income taxes 


1977 1976 
(in thousands) 
$18,341 DIA 137 

75 62 
1,360 Ue 
19,776 Tbevess | 
14,216 9,498 
$ 5,560 $ 5813 
$43,242 $34,260 
37,675 27,791 


$ 5,567 $ 6,469 


Earnings of foreign subsidiary and associated companies 
are recorded only to the extent that such earnings can be 
remitted to Canada. 


The excess of costs of investments in associated com- 
panies over the book value of underlying assets which 
arose prior to December 31st, 1974 amounts to $1,023,000 
and is not being amortized as, in the opinion of manage- 
ment, the Company will derive continuing benefits from 
such costs. The balance arising after 1974 is being amor- 
tized ona straight-line basis over 10 years. 


b) Revenue determination 


Most contracts for the provision of consulting services are 
undertaken on a ‘‘cost plus’’ basis, where revenues are 
recognized as services are rendered. When contracts of a 
lump sum nature are undertaken they are accounted for 
on the ‘“‘percentage-of-completion”’ basis with revenue 
being recognized only to the extent of the work completed. 
Losses, if any, are provided for in full as soon as they 
become apparent. 


c) Income taxes 


Income taxes charged to operations are provided on a tax 
allocation basis. However, the Company and its subsid- 
iaries, where permitted by law, report their income for tax 
purposes on a modified accrual basis, thus deferring 
payment of some portion of taxes charged against income. 
As these deferrals arose from the tax treatment of current 
assets this liability is grouped with current liabilities on the 
consolidated balance sheet. 


d) Foreign currency translation 


Current assets and liabilities are translated at the current 
rate of exchange at December 31st, 1977. Fixed assets and 
related depreciation are translated at rates of exchange in 
effect at the date of acquisition. Revenue and expense are 
translated at the average rates for the year. 


e) Depreciation 
Furniture and fixtures are being depreciated over their 
estimated useful lives on the declining balance method. 


Leasehold improvements are being amortized on the 
straight-line method over the terms of the leases. 


2. Changes in Accounting Policies 


In 1977 the Company has acceded to the recommenda- 
tions of the Canadian Institute of Chartered Accountants 
and has included in the balance sheet the assets and 
liabilities of associated companies in proportion to its 
ownership of these companies. The 1976 comparative 
figures have been restated to reflect this change in ac- 
counting policy. 


3. Investments 
Investments include: 


a) An interest in common shares of Banister Continental 
Ltd., having a cost of $1,280,000 and a net market value of 
$2,573,000 ($2,096,000 in 1976). 

b) Computer programmes from which the Company re- 
ceives royalties, carried at cost of $1,247,000 ($999,000 in 
1976) less accumulated amortization of $747,000 ($621,000 
in 1976). 

c) Other investments, primarily minority shareholdings in 
private engineering and manufacturing companies, at cost. 


4. Share Capital 

a) Voting rights 

Class A and Class B common shares carry one vote per 
share and are interchangeable at the shareholders’ option. 
Class X and Class Y special common shares carry five 
votes per share and are interchangeable at the share- 
holders’ option. 

b) Dividends 

All shares rank equally as to dividends except that the 
directors may elect to declare and pay any dividend on the 
Class B and Class Y shares out of tax paid undistributed 
surplus or capital surplus on hand. When such dividends 
are paid the tax required to create the tax paid undistributed 
surplus is applied against the amount availabile for divi- 
dends on Class B and Class Y shares. This tax payment is 
therefore included with dividends in the consolidated 
financial statements. 


c) Authorized and outstanding 
At December 31st, 1977 the share capital was: 


Authorized Outstanding 
Class A 4,000,000 1,134,570 
Class B 4,000,000 1,249;232 
8,000,000 2,383,802 
Class X 1,000,000 190,872 
Class Y 1,000,000 345,320 
2,000,000 536,192 


5. Contingencies 


a) A subsidiary company has received tax assessments 
from Canadian income tax authorities on the income of a 
foreign subsidiary. These assessments are being con- 
tested; however adequate provision has been made in the 
accounts for such taxes in the event that the appeal is 
unsuccessful. 


b) A subsidiary and two associated companies are de- 
fendants in a suit for alleged damages and expenses 
aggregating approximately forty million dollars in con- 
nection with the design and construction management of a 
paper mill extension. Counsel have advised that in their 
opinion this suit can be successfully defended. 


6. Anti-inflation Programme in Canada 


The Company and its Canadian subsidiary and associated 
companies are subject to, and believe they have complied 
with, controls on prices, profits, compensation and divi- 
dends under the Federal Government's anti-inflation 
programme. Under this programme dividends during the 
year ending October 31st, 1978 are limited to $0.51 per 
share. 


7. Remuneration of Directors and Officers 

Direct remuneration paid by the Company and its sub- 
sidiaries to senior officers agregated $587,000 in 1977 
($590,000 in 1976). No fees were paid to the directors of 
the Company. 


8. Pension Plans 


Most of the companies in the group have pension plans for 
their employees. All such plans are fully funded and so 
maintained on a current basis. 
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